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TIC Urges Careful Study of Proposed
MAS Standards
At its March meeting the Technical Issues Committee
considered a proposed Statement on Standards for
Management Advisory Services, and agreed that it could
have profound implications for all practicing CPAs,
particularly those serving private companies. The
Committee urges all PCPS members to obtain a copy of
the exposure draft, study it, and consider submitting
comments to the Institute’s MAS Division before the
July 31 deadline.
The proposed statement, entitled Definitions and
Standards For MAS Practice, would be binding on all
Institute members under the Rules of Conduct. It would
establish technical standards under Rule 204, and
interpret the general standards set forth in Rule 201.
The MAS Division issued an earlier set of practice
standards in 1975, but these were not enforceable under
the Rules of Conduct. In 1978 the Institute’s Council
authorized the Division to issue standards enforceable
under Rule 204. This May the Division will request
Council’s authorization to interpret, for MAS practice,
Rule 201’s general standards. The exposure draft has been
issued in the expectation that Council will do this.
The draft sets forth nine MAS practice standards.
Five of these are directly related to Rule 201’s general
standards—namely, Professional Competence, Due
Professional Care, Planning and Supervision, Sufficient
Relevant Data, and Forecasts. The other four standards
are captioned Role of Practitioner, Understanding with
Client, Client Benefit, and Communication of Results.
The draft defines two forms of management advisory
services—“MAS engagements” and “MAS consultations.”
The latter, previously known as “informal advice,” were
specifically exempted from the 1975 standards. The nine
proposed standards would apply to both forms, but would
exempt services provided “when a practitioner’s relation
ship with an enterprise is equivalent to serving as a
member of management or an employee (e.g., functioning
as a part-time controller) . . . .”
PCPS committees have been following the develop
ment of MAS standards for over two years. In May 1979,
responding to a series of questions distributed by the
MAS Division, PCPS Chairman Robert A. Mellin wrote:
“We believe that the MAS Division’s specific exemption of
informal advice is necessary and appropriate ....
Considering the [1975] MAS Practice Standards ... as
a whole, we believe ... it would be disastrous—or at best,
futile—to attempt to impose them on informal advice and
unstructured consultations.”

Responding early this year to a prior version of the
current draft, the Technical Issues Committee urged that
the document clearly differentiate the formality of
communication required for consultations from that
which is required for engagements. “We understand,” the
TIC’s letter then pointed out, “that you intend to issue
subsequent statements setting forth additional standards
that apply to consultations, and others that apply only to
engagements. But until then—and it could be years—your
Statement No. 1 will stand alone. During that period
practitioners will lack the clarifying guidance they need.”
The Committee also commented critically on several
aspects of the “Role of Practitioner” standard. Later,
reviewing a revised draft, the Committee reaffirmed these
comments, and agreed to recommend a further change
relating to documentation—namely, that the exposure draft
transmittal letter’s assertion that “the proposed statement
does not establish any documentation requirements” be
moved into the statement itself to make sure there is no
future misunderstanding on this important point.
“A basic problem with the proposed standards,”
commented Technical Issues Committee Chairman Sandra
A. Suran, “concerns their application to what the draft
defines as MAS consultations. The draft seems to have
been developed by and for practitioners who specialize in
management services, but it could have serious effects on
the day to day relationships between general practitioners
and their clients.”
To get a copy of the exposure draft, Proposed
Statement on Standards for Management Advisory
Services, Definitions and Standards For MAS Practice,
contact the Institute’s Order Department, (212) 575-6426.
(One copy has been mailed to each practice unit.)
□

Committee Selection: Tough Job But
Proceeding Well
Early in January the managing partner of each member
firm received a letter requesting nominations or volunteers
for the 16 anticipated vacancies on the three PCPS Com
mittees. (The Executive Committee appoints the Peer
Review and Technical Issues Committees and plans to
recommend candidates for appointment to the Executive
Committee itself.)
“The response,” reports PCPS Chairman Francis A.
Humphries, “has been overwhelming. We have received
almost 175 candidates. Most volunteered, and quite a few
were recommended by their firms or others who knew
them. Some names came in from several different sources.
“This is a really impressive indication of the members’
commitment. My only regret is that, with only 16 seats to
Continued on page 3
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Technical Issues Committee Marks
First Anniversary
The Technical Issues Committee held its first meeting
February 25, 1980. This summary of its activities since
then is based largely on Chairman Sandra A. Suran’s
March 21, 1981 report to the Executive Committee.
The TIC has met seven times, in seven different cities,
for eleven committee-days. It has considered a total of
132 issues, and is currently monitoring 52 of them. The
TIC or its representatives have met personally with
representatives of such standard-setting bodies as the
FASB and the Institute’s Accounting Standards,
Accounting and Review Services, Auditing Standards
and MAS Divisions. In addition it has submitted nine*
comment letters to various AICPA authorities.
The July 1980 Reporter briefly describes the first
three of these letters—on audit sampling, construction
contract accounting, and IRS preparer penalties.
The January 1981 Reporter describes the TIC’s letter
recommending improved exposure draft procedures. The
recommendation has been accepted and the Institute’s
staff is now determining the most efficient means of
implementing it.
In other letters, the TIC:

• Agreed in substance with an Accounting and
Review Services exposure draft on financial
statements included in a prescribed form,
recommended several technical improvements to
the draft, and urged its prompt issuance.
• Commended the Auditing Standards Board for the
guidance it issued on reviews of financial forecasts,
and urged that guidance on financial projections
be expedited, particularly since private companies
utilize projections much more frequently than
forecasts.
• Referring to a proposed revision of SAS 1-Section
543 concerning reliance on other auditors,
commented that it does not “fully respond to the
recommendation of the Special Committee on
Small and Medium Sized Firms, which was the
catalyst for the revision. . . . The revision ... is at
best a minor step in the right direction. . . . We
therefore urge you to give it additional study. . . .”
• Referring to the Section 385 debt/equity regula
tions issued in December by the IRS, acknowledged
the improvements that resulted from the Federal
*The nine letters include three that were issued jointly with the
Executive Committee before the TIC was authorized to comment
in writing without Executive Committee clearance. They exclude
advocacy letters developed by the Executive Committee without
TIC participation.

Taxation Division’s activities, and urged that
Division to continue its efforts, citing “the
particular importance of these regulations to
clients served by members of the Private
Companies Practice Section.”
The TIC’s ninth letter and the proposed MAS
standards on which it comments are the subjects of an
article on page 1 of this issue.
Looking to the immediate future, Ms. Suran reported
that the TIC will soon be considering a proposed revision
of Ethics Interpretation 502-4, Self-Designation As Expert
or Specialist; an Accounting and Review Services proposal
on communications between predecessor and successor
accountants; an Auditing Standards Division project on
special purpose reports for use by other accountants
(known earlier as the single-auditor approach); a
proposed SAS on working papers; and the profession’s
need for guidance in applying GAAP if Congress passes
an accelerated depreciation proposal such as “10-5-3.”
In addition, the TIC is continuing with its “sunset
review” of accounting standards for private companies.
This is a longer term project, designed to identify just
which of the existing disclosure and measurement
requirements should be relaxed for private
companies.
□

Recruiting Assistance for Local Firms
“. . . In response to a PCPS Executive Commit
tee resolution, the Institute has agreed to de
velop a recruiting brochure designed specifically
and solely for use by local accounting firms . . .
while PCPS was by no means alone in perceiv
ing the need for such a brochure, the project is
under way today largely because of your Sec
tion’s influence in behalf of its members.”
PCPS Reporter, January 1980

The brochure is now available from the AICPA Order
Department. It was developed by the Institute’s Manage
ment of an Accounting Practice Committee, in close
cooperation with the PCPS, the Relations with Educators
Division, and the Institute’s public relations staff. Here
are a few excerpts.
“It’s up to you to pick the firm that conforms to your
life style and would help you achieve the goals which are
important to you.
“Firms are local, regional and national. They range
in size from sole proprietorships, with one or more
professionals, to firms with several thousand professionals.
Altogether, there are about 30,000 firms. About two
thirds of the 90,000 CPAs in public practice are with local
firms. . . .
“In your search for the firm that’s right for you, you
will discover that many national and regional firms have
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published recruiting brochures for applicants. This leaflet
concentrates on local firms, reflecting for your considera
tion opinions on local firm practice by a number of people
.... We asked them: Why do you think young people
should consider careers with local firms? What do you
like about local firm practice?
“For some opinions on what it’s like to be associated
with a small or medium sized CPA firm, see inside pages.”
The quotations that follow are from a sole prac
titioner, partners, and other professionals in local firms
around the country. Each highlights one or more
advantages of working with a local firm.
The leaflet is designed primarily for students majoring
in accounting or business who have already just about
decided on a career in public accounting. The Institute is
distributing it through schools and state societies.
Members can obtain reasonable quantities of the brochure,
which is entitled Choosing the CPA Firm That’s Right
for You, at no charge by contacting the Order Depart
ment.
□

Membership Update
Just a year ago this Reporter presented a comprehensive
picture of PCPS membership, comparing the February
1980 statistics with those of November 1978. The
accompanying table updates that report by adding the
March 1981 figures.
In the thirteen month period the number of member
firms increased 5.7% to 2098. It had reached a high of
2191 in November 1980, just before the first impact of
the automatic termination procedures adopted last year.
(Under these procedures the memberships of firms that
are delinquent in paying dues, submitting annual reports
or providing information needed for arranging peer
reviews is automatically terminated.) Since then mem
bership has hovered around 2100.
In terms of number of personnel, the recent data
seem to have confirmed trends that were becoming
apparent a year ago. Firms with 2-5 partners constitute
57.9% of the Section’s membership, up from 54.2% last
year. Firms with 6-10 partners have also increased, now
comprising 13.3% of the members. The number of sole
practitioner members has declined to 489, or 23.3%. The
number of firms with just one professional is 191, or
9.1%.
Turning to number of offices, 74.0% of the members
are single-office firms, down from 78.2% last year. The
proportion of firms with 2-5 offices is 23.3%, having
grown steadily since these figures were first published.
Last July 31 (when the AICPA’s fiscal year closed),
43.7% of all Institute members in practice were with
PCPS firms. Excluding from the calculation the eight
largest firms (all of which are PCPS members), Institute
members with the remaining PCPS firms constituted
26.8% of the remaining Institute members in
practice.
□

PCPS Membership Statistics

March
1981

Number of Member Firms
Number of Partners
1
2-5
6-10
11 or more

Number of Professionals
1
2-5
6-10
11-20
21-50
51 or more
Number of Offices
1
2-5
6 or more
Number of SEC Clients
None
1-4
5 or more

February November
1980
1978

2098

1985

1471

23.3%
57.9
13.3
5.5
100.0%

29.5%
54.2
11.2
5.1
100.0%

36.9%
47.6
10.0
5.5
100.0%

9.1%
26.7
23.8
21.9
13.8
4.7
100.0%

14.4%
30.4
20.7
19.2
11.4
3.9
100.0%

20.6%
34.2
18.0
13.9
9.2
4.1
100.0%

74.0%
23.3
2.7
100.0%

78.2%
19.1
2.7
100.0%

80.3%
16.2
3.5
100.0%

84.6%
13.1
2.3
100.0%

85.5%
12.1
2.4
100.0%

87.1%
10.1
2.8
100.0%

Committee Selection
Continued from page 1
fill this year, there is so much talent that we can’t take
advantage of yet.”
James W. Thokey, Chairman of the Nominating Task
Force, sees it slightly differently: “The response was really
top notch, in both quality and quantity. Actually, the
number of candidacies far exceeds the 175 candidates,
because many individuals were suggested for more than
one committee.
“Even so, the task of selecting the right slates is a
tough one. Each committee must be balanced by a variety
of factors—geography, firm size, whether the firm is a
member of an association, the individual’s prior committee
involvement . . .
“At one point our task force felt that even with all
these nominations we had an impossible job. But things
are really falling into place and I know we’ll come up with
excellent recommendations.
“I certainly share Francis’ concern about our not
being able to use so many eager and qualified volunteers.
I hope they’ll all send their names in again next year.” □

